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The United States Telephone Association (USTA) respectfully submits these comments

in response to the Commission's Notice ofInQuiry released on May 21, 1996.' USTA is the

principal trade association of the local exchange carrier (LEC) industry. Its diverse membership

includes large, midsize and small companies. Its 760 small company members provide a variety

of telecommunications services in small communities and rural areas throughout the nation.

I. Background

The Telecommunications Act of 1996 was enacted into law on February 8, 1996.2 In

Section 257 of this Act, Congress directed the Commission to complete a proceeding 15 months

1 In the Matter of Section 257 Proceeding to Identify and Eliminate Market Entry
Barriers for Small Businesses, Notice ofInQuiry, GN Docket No. 96-113 (FCC No. 96-216),
released May 21, 1996 ("NOI"); Order, GN Docket No. 96-113 (DA96-1100), released July 9,
1996. This Order establishes due dates for comments of August 23, 1996 and for reply
comments of September 12, 1996.

2 Telecommunications Act of 1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) ("1996
Act"). 17
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after enactment (May 7, 1997) to identify and eliminate market entry barriers for entrepreneurs

and other small businesses in the provision and ownership of telecommunications and

information services, or those who provide parts or services to such providers.3 The Commission

must thereafter review and report to Congress every three years on the effect of these

regulations.4

II. The Commission Should Determine That Companies Who Meet the 1996 Act
Definition of "Rural Telephone Company" Qualify as a Small Business in Regard to
the Identification and Removal of Barriers to Entry

The 1996 Act defines a Rural Telephone Company as follows: 5

(47) RURAL TELEPHONE COMPANY.----The term 'rural telephone company'
means a local exchange carrier operating entity to the extent that such entity---

(A) provides common carrier service to any local exchange carrier study
area that does not include either---

(i) any incorporated place of 10,000 inhabitants or more, or any
part thereof, based on the most recently available population
statistics of the Bureau of the Census; or

(ii) any territory, incorporated or unincorporated, included in an
urbanized area, as defined by the Bureau of the Census as of
August 10, 1993;

(B) provides telephone exchange service, including exchange access, to
fewer than 50,000 access lines;

(C) provides telephone exchange service to any local exchange

3 Id., Section 257(a).

4 Id., Section 257(c)

5 1996 Act, Section 3(a) Additional Definitions, (47) Rural Telephone Company.
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carrier study area with fewer than 100,000 access lines; or

(D) has less than 15 percent of its access lines in communities of
more than 50,000 on the date of enactment of the
Telecommunications Act of 1996.

By this definition, the largest rural company could not exceed 100,000 access lines in

SIze. USTA statistics show that on December 31, 1994 there were 156,769,460 access lines in

the United States, exclusive of its territories. 6 This means that any rural company could at most

provide 0.06 percent of the access lines in the nation. This is small by any definition.

III. USTA Supports the Commission's Effort to Identify and Remove Barriers to Entry
to Small Telecommunications Businesses Owned by Women or Minorities

The Commission recounts its initiatives to increase opportunities for small businesses,

and seeks extensive information relating to the degree to which barriers exist for businesses

owned by women and minorities.7 USTA supports the Commission in this analysis and urges

removal of barriers faced by these or other segments of the small business community. To the

extent such barriers exist, the creative abilities and economic benefits from the commerce which

could be generated by these enterprises in the absence of such barriers should be unleashed.

USTA does caution the Commission not to place compensatory barriers upon small businesses

not owned by minorities or women in the spirit of equalizing the barriers faced by everyone. It is

the barriers which need to be removed, and placing new obstacles on the backs of some segments

6 1995 Statistics of the Local Exchanie Carriers for the Year 1994, United States
Telephone Association (1995), pg. 8.

7 NOr, par. 7 and par. 43-58.

3



of the small business community to "level the burden" would achieve no good end.

IV. The Commission's Process for Study Area Waivers is a Barrier to Entry for Small
Local Exchange Carriers

Petitions for waiver of the Commission's rules for the definition of "Study Area" are

frequently filed and generally granted with qualifications.8 The Commission's definition of a

study area freezes all boundaries as of November 15, 1984. When companies enter into business

transactions involving the sale of exchanges from one LEC to another, waiver of the frozen

boundaries must be sought. The Commission, in reviewing the petitions, applies a three-prong

standard. First, the change in study area boundaries must not adversely affect the Universal

Service Fund (USF) support program. Generally, if the affect on the fund is less than a one

percent increase, the Commission has found this acceptable, though it sometimes caps the

increase to the amounts Petitioners state in theirrequest for waiver. Second, the state

commission with regulatory authority must have voiced no objection to the change, Third, the

change must be in the public interest, which is usually demonstrated by expressed intent to

construct certain improvements to the facilities in the transferred areas.

This process is a barrier because of the cost and effort of mounting a successful Petition

approach. Further, time is lost in the process thereby adding to the barrier. USTA has advocated

8 See, e.g., In the Matter ofPetitions for Waivers Filed by Contel of Texas d/b/a! GTE
Southwest, Inc., Crawford Telephone Company, GTE Southwest, Inc., and NRPT
Communications, Inc. Concerning Section 61.41(c)(2) and the Definition of "Study Area"
Contained in the Part 36 Appendix-Glossary, Memorandum Opinion and Order, AAD 96-25 (DA
96-1314), released August 15, 1996.
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a far simpler approach, which could still employ the Commission's three prong standard, in

another proceeding. 9 In essence, USTA recommended a process whereby companies would

certify that the Commission's conditions for approval of a study area waiver have been met, and

ifno party objected within a 30 day period, then the necessary waivers would automatically be

granted. Adopting this recommendation would in large part remove this entry barrier.

V. Conclusion

USTA supports the Commission's efforts in this proceeding to identify and remove

barriers to entry from small telecommunications and information service providers, and offers

these comments as its initial views in this proceeding.

Respectfully Submitted,
United States Telephone Association

Its Attorneys

August 23, 1994

Mary McDermott
Linda L. Kent
Charles D. Cosson
Keith Townsend

9 See In the Matter of Improving Commission Processes, Comments of the United States
Telephone Association, PP Docket No. 96-17 (FCC 96-50), March 15, 1996 (pg. 7-8). These
comments are hereby incorporated by reference within this document.
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